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THE COVER 

The photographs on the cover of 
our 1956 report to stockholders 
depict graphically forty-one years 
of progress. In 1915 our pulp 
capacity was 25 tons per day: 
Unlay it is 600 tons; hut the ex¬ 
terior views shown on the cover 
do not tell the complete story of 
engineering skills which have gone 
into the modernization of the 
paper making equipment housed 
by these buildings. That story is 
told in part in the following pages 
of this report. 
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LETTER TO 

STOCKHOLDERS 


Chesapeake’s consolidated sales for 1956 were the highest in its history, but profit 
margins declined somewhat from the record high of 1955. Although sales of board 
and paper were strong throughout most of the year, the supply exceeded demand 
in the last quarter. This was the result of the tremendous expansion program 
of the paper industry in general during recent years which has brought about a 
temporary excess capacity. It is expected that increased usage in established 
markets and new uses of paper products by an increasing population will bring the 
demand and supply factors more nearly into balance as the building program of the 
industry slows down. 

Consolidated sales of $25,963,690 represent a new high for the Company. Net in¬ 
come for the year, after taxes, amounted to $3,355,670 as compared with $3,918,171 
earned in the preceding year. Although this represents a decrease of $562,501 
from the all-time high earnings of 1955, the results are considered satisfactory in 
view of the continued increase in operating cost and the keen competition pre¬ 
vailing in the industry. The earnings of 1956 were second only to those of 1955. 

Cash dividends of $1.20 per share were declared on our capital stock during the 
year. In addition to the cash dividends, the Company distributed to the holders 
of its outstanding common stock one additional share for each share held. This 
distribution was made on April 6, 1956, to stockholders of record at the close of 
business on March 27, 1956. 

During the year we completed a four-year program of modernizing our paper ma¬ 
chine. The capacity of the machine is now 750 tons per day compared with a 150- 
ton per day capacity twenty-five years ago. This improvement alone is not 
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sufficient to keep Chesapeake abreast of the changing times in papermaking. We 
shall need to continue our program of improvement in facilities and to expand our 
program of research and experimentation. 

Chesapeake now has 2,329 stockholders compared with 2,114 a year ago. We take 
this opportunity to welcome these new shareholders and to acquaint them with 
the progress their company has made not only in the last year but in the period of 
growth during the past twenty-five years. 

The continued growth of Chesapeake would not have been possible without the 
loyal support and co-operation of our customers, stockholders and employees. 
We acknowledge with sincere appreciation their valuable contributions to the 
achievements of 1956. 

Because of the tremendous productive capacity in the paper industry, we look 
to 1957 as a year in which market conditions will be highly competitive. However, 
we are confident that the quality of our product will continue to be recognized 
and that we shall retain our position in the market. 

Elis Olsson, 

Chairman of the Corporation 

Sture G. Olsson, 

President 


February 25, 1957 







Year Ended 


FINANCIAL 

AND 

OPERATING 

HIGHLIGHTS 


Dec . 30, 1956 

Jan. 1, 1956 

Net Sales . 

$25,963,690 

$24,063,072 

Earnings before Income Taxes . 

$7,211,437 

$8,234,562 

Federal and State Income Taxes . 

$3,855,767 

$4,316,391 

Net Income after Taxes . 

$3,355,670 

$3,918,171 

Earnings Per Share of Common Stock . . . 

$2.90 

$3,385* 

Cash Dividends Declared—Per Share: 

Regular and Extra Dividends . 

Dividend Applicable to the Year 1956 . . 

$1.20 

$1,375* 

$ .30* 

Book Value Per Share of Common Stock 

$21.85 

$20.15* 

Net Working Capital. 

$6,538,869 

$5,804,549 

Investment in Property, Plant, and 

Equipment—Net . 

$17,975,265 

$14,929,090 

Production of Finished Product—tons (in¬ 
cludes only the production of parent company) 

192,308 

197,981 

Number of Employees (parent company) . . 

636 

622 

Number of Stockholders. 

2,329 

2,114 


*Restated for comparative purposes to reflect 2-for-l common stock split in 1956. 
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SALES: 

In spite of an excess output of paper and board in the last quarter of the year and 
the consequent stronger competition in the market, the 1956 consolidated net sales 
of $25,963,690 were, dollar-wise, the highest in Chesapeake’s history, exceeding 
1955 sales by 7.9%. 

This increased dollar volume was the result of increases in sales of Chesapeake’s 
subsidiary, David Weber Co., and price increases made by Chesapeake to cover 
part of its increased operating costs. Chesapeake’s sales tonnage declined 2.9% 
from 1955. 

EARNINGS, TAXES, and DIVIDENDS: 

Consolidated earnings before income taxes were $7,211,437 compared with 
$8,234,562 in 1955, a decrease of 12.4%. Net earnings after taxes were $3,355,670, 
or $2.90 per share of common stock outstanding. This compares with $3,918,171, 
or $3.38}^ per share for 1955, based on the shares outstanding after the issuance 
of additional shares in 1956. Net earnings were 13% of net sales, compared with 
16% in 1955 and 13% in 1954. The 1956 earnings also represent a return of 13% 
on the Company’s equity capital. 

Income taxes took $3,855,767 of our profits, or $3.33 per share. This is 15% more 
than the $2.90 per share left for dividends and the needs of the business. 

Cash dividends paid amounted to $1,387,987, or $1.20 per share. This compares 
with $1,373^ for 1955 after giving effect to the additional shares issued in 1956. 
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WORKING CAPITAL: 

Consolidated current assets of the Company at the end of the year were $8,232,776 
and current liabilities were $1,693,907, leaving working capital of $6,538,869, an 
increase of $734,320 from 1955. 

Working capital changes during the year are summarized as follows: 

Additions to working capital: 

Net income .$3,355,670 

Net depreciation, depletion, and adjustments 

not requiring funds . 1,972,980 

- $5,328,650 

Sale of investment . 1,385,333 

Sale of other property. 23,412 

Net decrease in other assets. 273,687 

Total Additions . $7,011,082 

Reductions in working capital: 

Cash dividends accrued .$1,387,987 

Cost of property and plant additions .... 4,888,775 

Total Reductions . 6,276,762 

Increase in Working Capital . . $ 734,320 
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CAPITAL: 

During the year 1956, the stockholders approved an increase in the authorized 
capital stock from 600,000 shares to 2,000,000 shares of $5 par value common stock. 

A stock distribution was made of one new share of common stock for each share 
outstanding on March 27, 1956, so that the presently outstanding capital stock 
amounts to 1,156,656 shares. This additional stock was capitalized at $5 per share 
by a transfer of $2,891,640 from retained earnings to capital stock account. 

INVESTMENTS: 

For the past eight years Chesapeake has owned 40% of the capital stock of Sherman 
Paper Products Corporation. Income in the form of dividends from this investment 
has been somewhat irregular and it was recognized that the funds invested in 
this stock might be more profitably utilized in our own operations. Accordingly, 
it was agreed that the sale of the stock back to Sherman Paper Products Cor¬ 
poration would be in the best interest of both companies. This was accomplished 
in 1956 at a price of approximately 90% of our investment. We will continue to 
supply the kraft paper and board requirements of Sherman Paper Products Cor¬ 
poration under a long term contract. 
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PRODUCTION: 

Production of dry pulp, board, and paper in 1956 amounted to 192,308 tons com¬ 
pared with 197,981 tons in 1955 which was a record year. This tonnage represents 
a decrease of about 2.9% from the 1955 tonnage, w hich decrease w as made necessary 
because of the installation of new equipment. The board mill operated 330 days 
compared with 351 days in 1955, but the daily tonnage produced increased to 
470 tons as compared with 432 tons in 1955. 


PROPERTY, PLANT, and EQUIPMENT: 


In July, 1956, Chesapeake completed a four-year modernization program, each 
phase of which is a tribute to the engineering skills of the planners and those who 
executed the plans. 

When the fourdrinier paper machine was put into operation in 1930 it was the 
largest kraft paper machine in the world, averaging 150 tons per day. Capacity 
was increased in 1936 and thereafter the machine operated without basic changes 
until 1953. In that year, a major rebuilding program began with the addition of 
new 150-lb. steam pressure dryers, a new lubricating system, and new 7 steam and 
condensate lines. This w as accomplished with very little lost production by routing 
the paper sheet through the basement on paper rolls so the machine could be kept 
running while the rebuilding work was being done. 
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The photograph above shows part of the truck loading platform as well as 
the paper storage area and finishing mill which were constructed in 1955. 


In 1954, in order to meet the proposed new operating conditions an entirely new 
electrical drive and control system was installed. The plans were carefully laid 
so that a minimum of lost time would result from the changeover to the new system. 
At the moment of changeover a staff of electrical technicians worked around the 
clock and in about 240 hours the new drive was ready to operate. 

Even before these projects were completed Chesapeake’s engineers were busy on 
plans for a new fourdrinier with all the accompanying structural and machine 
changes. This installation was accomplished during a slack period in the kraft 
market with a minimum of lost production. 

In 1955, new auxiliary equipment, such as cranes, conveyors, and a winder was 
installed to handle the increased machine output. A new finishing room building 
was constructed, together with rail sidings and paper storage areas. 
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During the past year the final phase of the program was completed. On July 4 
the mill went down according to prearranged plan and work began on a schedule 
as precise and exacting as a military operation. On July 21 paper was again 
coming off the machine, which now has a rated capacity of 750 tons per day, or 
an increase of 500 percent over 1930 capacity; and a far cry indeed from the 25-ton 
pulp capacity of 1915. The picture below shows the paper machine as it appears 
today. 

Additions made in 1956, about 30% of w hich represent the final phases of machine 
modernization, cost $4,063,506. These additions also included a new coal handling 
conveyor system, a lime unloading system, salt cake unloading and storage fa¬ 
cilities, pulpwood handling and other auxiliary equipment, and various construction 
projects which have not yet been completed. The Company also expended ap¬ 
proximately $836,000 for the purchase of additional timberland reserves. 


In order to keep abreast of new technological developments, our policy w ill continue 
to be flexible in the matter of plant facilities. Our construction work now in 



Shown below is o picture of the paper machine after completion of the modernization program described above. 





























Shown above is the new rotary lime kiln which is scheduled for completion early in 1957 . 


progress includes a new rotary kiln for burning lime sludge and a new recovery 
unit for reclaiming chemicals used in manufacturing. The tall oil plant scheduled 
for completion in 1956 was delayed but is expected to be completed early in 1957. 

Also under construction is a new laboratory and engineering building to provide 
facilities for research and experimentation in improving the quality of product, the 
utilization of by-products, and development of better manufacturing methods. 
The building will also house the forestry and wood procurement departments and 
other operating department offices, and will be so constructed that general offices 
can be added later as needed. 


PULPWOOD SUPPLY and FOREST MANAGEMENT: 

During 1956 the Company continued its policy of obtaining most of its pulpwood 
from individual growers, although it cut about 16% of its pulpwood requirements 
from its own timberlands. 
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At the end of the year, Chesapeake owned 195,000 acres of timberlands or an in¬ 
crease of about 9% over the acreage owned a year ago. 

The Company continued its program of education in good forest practices, reach¬ 
ing many woodlot owners and school children in its operating area. As an indi¬ 
cation of the increased interest in reforestation, the demand for pine seedlings in 
the State of Virginia exceeded the supply for the second successive year. 

In order to encourage the development of pulpwood and timber tracts by individual 
land owners, the Company offers at cost the services of its equipment to clear 
hardwood growth from cutover land. Also, the program for clearing and planting 
pine seedlings on its own tracts has been expanded. 


OPERATIONS OF SUBSIDIARY: 

The assets and liabilities and operating figures of Chesapeake’s subsidiary, David 
Weber Co., Philadelphia, Pennsylvania, are included with those of Chesapeake 
in this report on a consolidated basis. Net sales of David Weber Co. increased 
27% over 1955 but operating profits declined about 53%. This decrease was the 
result of increased material costs and price reductions brought about by the keen 
competition in the corrugated box trade. 
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Materials, 
Supplies, 
and Services 
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Thousands 

Cents per 
Total Income 
Dollar 

1956 1955 

1956 


The Company’s receipts in 1956 and 1955 
were as follows: 

From sale of its products and 

other income.* . 

$26,475 

$24,657 

100 i 

These receipts were distributed as follows: 

To suppliers for materials, services, etc. . . . 

12,224 

10,041 

46 

To employees for wages, salaries, and other 
benefits. 

5,193 

4,767 

20 

For Federal, State, and local taxes. 

4,025 

4,466 

15 

To provide for depreciation of plant 

and equipment. 

1,677 

1,465 

6 

To Chesapeake’s stockholders . 

1,388 

1,590 

5 

For use in the business to provide facilities and 
working capital . 

1,968 

2,328 

8 
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Net sales. 

Earnings before income taxes. 

Federal and State income taxes . 

Net income after taxes. 

Cash dividends declared: 

Regular and extra dividends. 

Dividend applicable to the year 1956 . 

Earnings reinvested in the business. 

Shares of common stock at end of period. 

Earnings per share of common stock (1). 

Cash dividends declared per share of common stock: 

Regular and extra dividends (1) . 

Dividend applicable to the year 1956 . 

Book value per share of common stock (1). 

Net working capital . 

Ratio of current assets to current liabilities. 

Investment in property, plant, and equipment—net. 

Additions to properties . 

Provision for depreciation, amortization, and depletion . 

Production of finished product—tons (includes only the production of parent company) 

(1) Based on total shares outstanding at the close of each year. The 2-for-l common stock 
split in 1956 has not been reflected in the calculations for prior years. 
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A FIVE-YEAR COMPARISON 


Year Ended 


Dec. 30, 1956 

Jan . L 1956 

Jan. 2, 1955 

Dec. 27, 1953 

Dec. 28, 1952 

$25,963,690 

$24,063,072 

$20,328,866 

$19,134,651 

$17,888,132 

$7,211,437 

$8,234,562 

$6,014,536 

$5,436,492 

$5,693,952 

$3,855,767 

$4,316,391 

$3,226,588 

$2,989,993 

$3,032,680 

$3,355,670 

$3,918,171 

$2,787,948 

$2,446,499 

$2,661,272 

$1,387,987 

$1,590,402 

$1,445,818 

$1,156,654 

$1,156,652 


$346,997 




$1,967,683 

$1,980,772(2) 

$1,342,130 

$1,289,845 

$1,504,620 

1,156,656 

578,328 

578,328 

578,327 

578,327 

$2.90 

$6.77 

$4.82 

$4.23 

$4.60 

$1.20 

$2.75 

$2.50 

$2.00 

$2.00 


$ .60 




$21.85 

$40.30 

$36.88 

$34.56 

$32.33 

$6,538,869 

$5,804,549 

$6,262,510 

$6,051,535 

$5,314,324 

4.86 

2.19 

7.03 

6.42 

8.31 

$17,975,265 

$14,929,090 

$13,385,639 

$12,227,946 

$11,667,993 

$4,899,387 

$3,143,200 

$2,161,013 

$1,833,000 

$1,554,131 

$1,806,574 

$1,637,409 

$1,236,997 

$1,220,778 

$1,227,914 

192,308 

197,981 

175,523 

159,250 

152,148 


(2) Represents earnings after deduction of all dividends declared. Retained earnings for 
the year 1955, before deducting dividend applicable to the year 1956, were $2,327,769. 
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CONSOLIDATED 


December 30, 1956, and 


ASSETS 


CURRENT ASSETS: 

Dec. 30, 1956 

Jan. 1, 1956 

Cash. 

U. S. Government obligations, at amortized cost . 

Less: Amount deducted from Federal taxes. 

Other marketable bonds, at amortized cost. 

Accounts receivable, less allowances for doubtful accounts 

(12-30-56, $82,053; 1-1-56, $78,320). 

Notes receivable. 

Miscellaneous receivables and accruals. 

Inventories (at lower of cost or market): 

Finished goods and goods in process. 

Manufacturing materials and supplies. 

Prepaid expenses. 

$ 2,231,712 
3.731,675 
(2,872,974) 

1,992,697 

347,646 

29,066 

159,074 

2,460,482 

153,398 

$ 3,057,479 
1.004,755 
(1,004,755) 
3,000,000 

2,294,479 

160,186 

67,171 

148,084 

1,749,262 

221,119 

Total Current Assets. 

$ 8,232,776 

$10,697,780 

INVESTMENT AND OTHER ASSETS: 



Investment in associated company—at cost. 

Cash surrender value of life insurance. 

Mortgage notes receivable. 

Deposit under timber purchase contract. 

Sundrv advances and receivables. 

153,811 

500,000 

106,979 

$ 1,539,065 
148,836 
500,000 
242,500 
143,216 


$ 760,790 

$ 2,573,617 

PROPERTY, PLANT, AND EQUIPMENT (at cost): 



Land. 

Buildings. 

Machinerv, equipment, and construction. 

$ 83,941 

3,738,336 
19,819,786 

$ 81,521 

3,558,676 
16,201,056 

Less: Estimated depreciation and amortization. 

$23,642,063 

9,955,819 

$19,841,253 

8,513,840 

• 

$13,686,244 

$11,327,413 

Titnberlands and cutting rights (net) (accumulated depletion 
$1,596,181 at 12-30-56, and $1,476,160 at 1-1-56). 

4,289,021 

3,601,677 

Net Property, Plant, and Equipment . 

$17,975,265 

$14,929,090 


$26,968,831 

$28,200,487 


(See page 22 for notes) 
















































VIRGINIA AND SUBSIDIARY COMPANY 


BALANCE SHEETS 

January 1, 1956 


LIABILITIES AND STOCKHOLDERS' EQUITY 


CURRENT LIAR1L1TIES: 

Accounts payable. 

Dividends payable. 

Accruals: 

Salaries, wages, and commissions. 

Expenses. 

Payroll and withholding taxes. 

State income tax. 

Federal income tax.. 

Less: Amount deducted from U. S. Government obligations 
(contra) . 


Total Current Liabilities 


Dec. 30, 1956 

Jan. 1, 1956 

S 767,874 

$ 677,989 

346,997 

780,743 

75,030 

89,545 

64,727 

133,323 

90,677 

91,371 

348,602 

399,599 

2,872,974 

3,725,416 

(2,872,974) 

(1,004,755) 

$ 1,693,907 

$ 4,893,231 


STOCKHOLDERS’ EQUITY: 

Capital stock—common, $5 par value: 

Authorized, 2,000,000 shares; issued and outstanding, 

1,156,656 shares at 12-30-56, and 578,328 shares at 1-1-56 . . $ 5,783,280 $ 2,891,655 


Surplus: 

Paid in.. . - .. 

Retained earnings permanently capitalized in excess of par 

value of shares issued as a stock dividend. 

Retained earnings, exclusive of amounts permanently 
capitalized. 


161,425 

2,313,320 

17,016,899 

$25,274,924 


161,425 

2,313,320 

17,940,856 

$23,307,256 


$26,968,831 $28,200,487 


(See page 22 for notes) 

































THE CHESAPEAKE CORPORATION 

OF VIRGINIA 

AND SUBSIDIARY COMPANY 


STATEMENT OF CONSOLIDATED SURPLUS 


For the Years Ended December 30, 1956, and January 1, 1956 



Year Ended 

Retained earnings, exelusive of amounts permanently capitalized: 

Dec. 30, 1956 

Jan. 1, 195() 

Balanee at beginning of year. 

$17,940,856 

$15,960,084 

Add: Net ineome for the year. 

3,355,670 

3,918,171 

Deduct: 

Amount capitalized in connection with two-for-one split up of 
common stock (578,328 shares issued at the par value of 

$21,296,526 

$19,878,255 

$5.00 a share) . 

Cash dividends declared: 

$ 2,891,640 

— 

Regular and extra dividends. 

1,387,987 

1,590,402 

Dividend applicable to the vear 1956 . 

— 

346,997 


$ 4,279,627 

$ 1,937,399 

Balance at end of vear. 

Retained earnings permanently capitalized in excess of par value of 
shares issued as a stock dividend: 

$17,016,899 

$17,940,856 

Balance at beginning and end of vear. 

Paid-in surplus: 

$ 2,313,320 

$ 2,313,320 

Balance at beginning and end of vear. 

$ 161,425 

$ 161,425 


































STATEMENT OF CONSOLIDATED INCOME 


For the Years Ended December 30, 1 956, and January 1, 1 956 

Year Ended 

Dec . 30. 1956 Jan. 1,1956 

SALES AND OTHER INCOME: 

Sales, after deducting returns, allowances, and freight. $25,963,690 $24,063,072 

Interest, dividends, by-products, and other income. 511,692 594,095 

$26,475,382 $24,657,167 


COST OF GOODS SOLD, EXPENSES, 

AND OTHER DEDUCTIONS: 

Materials, supplies, and other manufacturing costs. $11,275,342 $ 9,294,650 

Wages, salaries, and employees’ benefits. 5,192,949 4,767,381 

Depreciation and amortization. 1,677,309 1,464,884 

Selling and administrative expenses. 548,893 529,061 

Discounts allowed. 217,565 188,464 

Loss on investments. 153,732 

Miscellaneous . 29,207 28,345 

Taxes: 

Federal income. 3,500,599 3,916,773 

State income. 355,168 399,618 

Other. 168,948 149,820 

$23,119,712 $20,738,996 

NET INCOME. $ 3,355,670 $ 3,918,171 


NET INCOME PER SHARE OF COMMON STOCK ... $2.90 $3.39* 


*Restated for comparative purposes to reflect 2-for-l common stock split in 1956. 





































NOTES T O 
BA LAN t E 
SHEETS 


NOTE Is 

On March 20, 1956, the stockholders of the Corporation approved an 
amendment to the Certificate of Incorporation increasing the authorized 
capital stock of the Corporation to 2,000,000 shares of $5.00 par value 
common stock. 

On April 6, 1956. the Corporation distributed to the holders of its out¬ 
standing common stock one additional share for each share held by 
them. This distribution was made to stockholders of record at the close 
of business on March 27, 1956, and resulted in the issuance of 578.328 
additional shares. 

NOTE 2: 

Federal income tax returns have been examined by the Internal Revenue 
Service through the year 1953. 

NOTE 3: 

Commitments for the purchase of property, plant, and equipment 
amounted to approximately $3,322,000 at December 30, 1956. 
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A IJ I* I T O It s 
REPORT 


•> 


To the Board of Directors of 

The Chesapeake Corporation of \ irginia: 

We have examined the consolidated balance sheet of The Chesapeake Corporation 
of Virginia, West Point, Virginia, and its wholly-owned subsidiary, David Weber 
Co., Philadelphia, Pennsylvania, as of December 30, 1956, and the related state¬ 
ments of consolidated income and surplus for the year (consisting of thirteen four- 
week periods) then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of 
consolidated income and surplus present fairly the financial position of the Com¬ 
panies at December 30, 1956, and the results of their operations for the year then 
ended, in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Leach, Calkins & Scott 

Certified Public Accountants 


Richmond, Virginia, 
January 30, 1957. 
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